ORDINANCE NO. 1453

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY
OF BANNING ADDING CHAPTER 3.28 OF THE BANNING
MUNICIPAL CODE ADOPTING A COMPREHENSIVE SET
OF ECONOMIC DEVELOPMENT INCENTIVES AND
PROGRAMS TO PROMOTE THE DEVELOPMENT OF
BANNING IN THE FACE OF REGIONAL AND NATIONAL
ECONOMIC MALAISE, TO CREATE JOBS FROM NEW
AND EXPANDING BUSINESSES AND TO PRESERVE THE
SOUND FISCAL BASIS OF THE CITY IN LIGHT OF THE
ELIMINATION OF REDEVELOPMENT IN CALIFORNIA.

WHEREAS, the City was incorporated on Fcbruary 6, 1913, as a general law city and
cncompasses an arca of approximately 23.10 square miles; and

WHEREAS, the Banning Redevelopment Agency (RDA) and first project arca, called
the “Downtown Project” werc crecated in June 12, 1978 and consisted of 1,658 acres. In June
1986 the second project area, called the “Midway Project” was created and consisted of 105
acres. When the Downtown Project Arca and Midway Project Area merged the RDA added
1,519.67 acres of “Added Territory” bringing the total land coverage of the RDA to 3,282.67
acres or a full two-thirds of the entire City of Banning. The RDA was formed to address adversc
issues impacting the community including (i) the decline of its downtown core following the
development of the Interstate Highway System (I-10); (ii) a lack of basic infrastructure,
including inadequate and aging water, sewer and street improvements; (iii) unsafe/unhealthy
buildings; (iv) lack of parking downtown; (v) incompatible land uses; (vi) depreciated and
stagnant property values; (vii) high commercial vacancy rates; (viii) lack of commcrcial
facilities; (ix) other development constraints including geologic such as carthquake faulting and
substandard lots with fractional inicrcsts preventing site assembly; (x) negative general
demographic data including: low family income levels, lack of adequate housing options for
residents and the local workforce, high unemployment rates, and an unskilled labor force; and
(xi) competition from other communitics who were able to offer significant redevelopment
incentives thereby attracting the significant commercial retailers interested in the Pass arca; and

WHEREAS, ABx126 dissolved all redevelopment agencics statewide on February 1,
2012. This action by the State did not magically waive the need for community revitalization,
brownfield redevelopment, environmental remediation, infrastructurc improvements, job creation
and providing revenues for basic municipal services in Banning. The challenge the City now
faces is what programs and policies should be in place to continuc to move Banning forward and
to implement the worthwhilc goals of the former Redcvelopment Plan and the City’s General
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overall State averages. The vast majority of businesses in Banning employ workers at minimum
wage salaries. The per capita income level in Banning is currently $20,451 or 32% below the
State average at $29,999. The median household income in Banning is $40,416 or 58% below
the State average at $64,052; and

WHEREAS, there is currently a 16% vacancy rate in the City’s downtown core in
addition to having some properties that are unattractive and/or obsolete; sales tax leakage has
occurred in the community due to the lack a retail shopping options and other sales tax
generating venues. It is estimated that only 45% of residents make the majority of the purchases
within Banning; only 34.5% of Banning residents work within Banning; there are only some 50
industrial parcels in Banning generating only $26,000 in property taxes; Banning has some 1,600
vacant parcels which in aggregate only produced $113,000 in general fund revenues to the City;
and

WHEREAS, the City has significant problems with dilapidated, substandard,
unattractive, and obsolete structures with some 400 estimated structures needing repair. The
City’s Code Enforcement Division handled a significant number of cases that in the last year
included 321 new cases, 405 closed cases, and 458 open requests/complaints for a caseload of
1,184. Currently the City has 442 homes in foreclosure; and

WHEREAS, in July 2005 the City created a public Utility Authority and has significant
utility and waters rights. The utility operates under increasingly complex regulations to relocate
its energy production resources. In addition, the City produces water from five different
groundwater basins, and has water rights in the Banning Canyon flume that was established in
1991 and formerly operated by Southern California Edison. The production of adequate water
and energy, at economic prices is vital to the future growth of the City. The City needs to be able
to offer incentives for business retention /attraction and development. An example of an existing
Electric Utility incentive is if new businesses using at least 110KW can qualify for a 20% rate
reduction if they stay in Banning for five years, and existing businesses adding 100kw can get a
25% rate reduction; and

WHEREAS, the RDA no longer owns the approximately 40 parcels of property it
previously owned due to the dissolution of redevelopment in California. There are numerous
properties in Banning that suffer from substandard conditions, including parcels in multiple
ownerships, but could not be part of RDA’s property acquisition program in prior years due to
financial constraints. Any future economic development program will need to contend with a
variety of substandard lot subdivision, with multiple ownerships, where ownership interests have
been lost over time and where it is virtually impossible to locate the current owners of the
interests. It is difficult to see how this could be accomplished without eminent domain authority;
and

WHEREAS, the only program in the 1970’s that seemed to offer hope to cities like
Banning relied on the formation of a redevelopment agency. The State had authorized RDAs in
the 1950°s to collect the growth in property taxes (known as “tax increment”) from within a
project area, to be devoted to the elimination of blight and revitalization of the project area. The
City adopted a comprehensive update to its General Plan in 1978, at the same time as the
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formation of the RDA. Along with the Redevelopment Plan, the General Plan and Zoning
Ordinance have guided the revitalization of the community over the last four decades; and

WHEREAS, the RDA issued over $97,310,000 million in debt over its thirty-four years
in existence. In the early years, bond proceeds were directed to major infrastructure projects.
For example, from 1980 to 1990 RDA invested approximately $5,000,000 on the widening and
construction of Ramsey Avenue, the former state highway and major downtown artery. The
project consisted of the construction of sewers, storm drains and street improvements. The RDA
also funded and developed the following major projects:

e Pre-Design and design in concert with Cal Trans on the Sunset Grade Separation;

¢ Provision assistance with off-site infrastructure and land write downs where applicable;
e Completion of Downtown design guidelines;

e Completion of the Paseo San Gorgonio Master Plan;

e Downtown upgrades and enhancements including the Banning Police Station
development, the Banning Justice Center development, 1-10 & 8" Street enhancement
project, commercial fagade program, Civic Center lot/streetscape enhancements, and
acquisition, site assembly, and redevelopment planning for the San Gorgonio Inn site and
related downtown properties; and

e The projects outlined above represent over $20,000,000 million in investment by the
RDA.

WHEREAS, although national unemployment rates are improving slowly, California
and the subregions job recovery is still a major problem. The March 2012 unemployment rate in
California was 11.0%, while the national unemployment rate was 8.1%, and the unemployment
rate in Riverside County was 12.8%. The current unemployment rate in Banning is 14.6%,
which is 6.5% above the national rate, 3.6% above the state rate, and 1.8% above the county rate.
This data translates to over 4,000 persons unemployed in the City of Banning based on March
2012 figures. Banning is consistently below the county, state, and national levels in most
demographic categories. Job retention and creation programs should be a major goal of any local
economic development program and certainly an emphasis for communities that have
challenging demographics like Banning; and

WHEREAS, since its inception in 1978, the RDA was responsible for creating over
2,000 jobs. This includes major projects directly assisted by the RDA since 1978 and does not
include secondary jobs, and multiplier effects such as construction jobs created by RDA or jobs
that have grown from the new business activities in Banning created by RDA. Some of the
major employers within the RDA boundaries included the Deutsch Company (750 employees —
since closed), the City of Banning (175 employees), Green Thumb Produce (150 employees),
Pacific Window Company (125 employees — since closed), Riverside County Department of
Social Services (250 employees), Riverside County Child Protective Services (250 employees),
Diamond Hills Automotive (100 employees), and the Banning Unified School District (500
employees). Most recently, and before the dissolution of the RDA, Banning was able to initiate
the Banning Justice Center Project and the Village at Paseo San Gorgonio Project. These two
projects, both in the former RDA territory, will add another 250 to 300 jobs to the community.
The construction jobs created by RDA since 1978 have also been significant. For example, the
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recently completed Police Station generated over 200 construction jobs, the Banning Justice
Center Project, the Village at Paseo San Gorgonio Project, the Family Dollar Project, Dollar
General Project, and the Starbucks Project have generated over 1,000 construction related jobs.
This does not include the street improvements component of these projects which has generated
an estimated 500 jobs; and

WHEREAS, without redevelopment, and with the loss of the properties and programs the
RDA had invested in, and in the current economic circumstances of the Great Recession which
has seen the City’s revenues fall by a third, the economic health and general welfare of Banning
and its residents will deteriorate. Therefore, the City desires to implement an additional
economic development incentive program to encourage private investment and job creation for
local residents. The program will establish temporary incentives for businesses considering
relocating or expanding in Banning on a case by case basis. The types of businesses that qualify
will include significant sales tax producers, significant electrical users, large employers, large
property tax generators, and large transit occupancy tax generators. The level of incentive will be
predicated on the size of the investment or improvement being made and the related benefits to
the City. Staff will make recommendation to the City Council on the recipients of the program
and the proposed incentive associated with the individual request. The City Council will
ultimately consider the request.

NOW, THEREFORE, BE IT RESOLVED, THE CITY COUNCIL OF THE CITY
OF BANNING CALIFORNIA, DOES HEREBY ORDAIN AS FOLLOWS:

SECTION 1: CODE AMENDED. The Banning Municipal Code is hereby amended by adding
Chapter 3.28 entitled “Economic Development” to Title III, said Chapter to read in its entirety as
follows:

Section 3.28.010 Purpose. A. Constraints to Development. The City of Banning has
found that its redevelopment program has been essential to revitalizing Banning which was
for historically the center of economic activity in the San Gorgonio Pass area. Banning has
had to overcome many obstacles including: (i) having its downtown areas bypassed by the
Interstate Highway System; (ii) aged and undeveloped infrastructure inadequate to service
redeveloping and growth areas; (iii) economic competition with other cities which used
economic incentives to attract revenue generating businesses and development; (iv) high
commercial vacancies and a lack of commercial facilities to create a vibrant downtown; (v)
dilapidated, unattractive, obsolete, and deteriorated buildings and stagnant property values;
and (vi) community demographics with low income levels, high unemployment and lack of
adequate housing. These factors continue to discourage development in the community.

B. Accomplishments of Redevelopment Program. Since the
formation of the Redevelopment Agency, the RDA has spent over $3.2M in developing a
downtown fagade improvement program on some 23 properties; has spent over $20M in
building various public buildings and improvements; has redeveloped historic downtown
properties such as the Oddfellows Building, the Fox Theater, the Hendon Building, the
Nickles Building, the Willens Building, and the Coplin House at a cost of approximately
$3.5M; has brought the $68M Justice Center to downtown which will bring six courtrooms,
some 300 jobs, some 500 to 1,000 people in daily court business, and will serve as a center of
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activity in downtown, which project is also leading to the $23M Village at Paseo San
Gorgonio Project; has created over 2,000 jobs in businesses developed on RDA projects; has
brought or retained sales tax generators to the community, who collectively pay over $1M in
annual sales taxes and restored hope in the future of Banning.

C. Remaining Property Needs Continued Redevelopment. If
most of the property in Banning which needed redevelopment had been redeveloped, or if the
remaining blighted property did not face the same constraints as the property the RDA has
redeveloped over the last 34 years, then the elimination of the redevelopment agency by the
State of California by ABx126 would not be contrary to the general welfare of the citizens of
Banning. But in many cases, some of the most constrained parcels in the City are still the
ones most in need of redevelopment assistance. The Legislature in acting quickly in a
statewide manner could not appreciate the impact of ABx126 in a small community impacted
by blight such as Banning.

D. Need for Local Economic Development Program. In the
face of the State's decision to eliminate redevelopment, the City of Banning must design and
implement a local program within the authority of its powers under the State law to
accomplish the purposes previously served by the City's redevelopment program. It is
therefore the purpose of this Chapter to implement a program within the authority of the City
under the powers granted to the City by law.

Section 3.28.020 Assistance Available. To accomplish the purposes provided herein, the
City of Banning and its associated and subordinated entities shall have the power to carry out
policies, plans and programs, to enact measures, to enter into agreements, and to loan, grant,
fund, or finance projects which will provide public benefit and protect the public health,
safety and welfare of the community. These programs may be carried out singly or in
combination in a manner to promote the objectives of this Chapter, and may include the
following general types of measures:

A. Public-Private Partnerships. = Agreements with private
persons or entities where by the sharing of public resources by the public agency, the
reduction of regulatory burdens, asset monetization, fee producing infrastructure, alternative
procurement, concession agreements, leasing arrangements, securitization of obligations, or
other measures, the development entity and investors can earn a commercially reasonable
return on investment and will accordingly proceed with the project;

B. Emerging Statutory Opportunities.  Special legislative
programs exist, and are likely to be enhanced as a result of the elimination of redevelopment,
the State's most important and best funded economic development strategy. Under this
Chapter, such programs should be exploited to the fullest extent of the law. Such programs
may include Design Build Contracts; Tax Credits; Infrastructure Finance Districts;
Environmental Sustainability Programs; Development Zones; and similar legislation. Any
legal structure existing currently, or enacted hereafter which permits the City legally to carry
out these purposes is permitted hereunder;
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C. Public Financing. All public financing mechanisms which
offer the opportunity of lower financing costs, if permitted by law, may be utilized including
lease-revenue bonds, revenue bonds relating to the EB-5 Program, industrial development
bonds, private activity bonds, certificates of participation, letter of credit enhancement and
similar measures;

D. Special Districts. The financing of both the development of
infrastructure and services through community service districts, landscape and lighting
districts, assessment districts, school facility improvement bonds, and similar special district
financing mechanisms permitted by law;

E. Public Property. The use of ground leases or sale of
publicly owned land, including at less than fair market value as provided herein, contractual
development agreements in accordance with law, lease-lease back financing, design-build
contracts, and the use of eminent domain to acquire property for the foregoing purposes;

F. Tax Rebate Agreements. The use of tax rebate or similar
agreements permitted by law including for sales taxes, transient occupancy taxes, utility taxes
or other taxes shared with the generator, and rebates or waivers of franchise fees, business
license fees, development impact fees, or other revenue sources permitted by law;

G. Regulatory Relief. The modification or suspension of
zoning and other land use restrictions affecting the feasibility of development, density
bonuses, expedited processing of entitlements, the establishment of clear and consistent
regulatory regimes, creating procedures to quickly resolve disputes, clear definition of scope
of environmental review and use of scoping processes;

H. Other Agencies. Use of financial assistance provided by
other local public agencies and by State and Federal programs to assist projects, consistent
with the requirements of such programs; and

L. Other Programs. In addition to the foregoing, the City may
utilize any other program and provide any other form of direct or indirect assistance as the
same may currently or in the future exist which would further permit the accomplishment of
the purposes provided herein, to the full extent permitted by the law. The enumeration of
certain programs herein does not preclude the use of any other program which might
accomplish the purposes of this Chapter.

Section 3.28.030 Economic Development Assistance Programs. The City may
plan and carry out an Economic Development Assistance Program for the improvement,
rehabilitation, and economic development of property through public-private partnerships, or
utilizing any other method provided in Section 3.28.020. Any Economic Development
Assistance Program must identify, explain and analyze (i) the project to be assisted, (ii) the
location of the project, (iii) impacts on surrounding property; (iv) the cost of the project, (v)
the project financing, (vi) the assistance requested, (vii) how the assistance will be used,
(viil) the benefits to the community or City from the project, including jobs, financial return
to the City, community improvements or amenities or other benefits, (ix) the development
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necesséry to effectuate the purposés hereof.

F. Non-Discrimination. The City shall include in all deeds,
leases or contracts for sale, lease, sublease or transfer of land, non-discrimination clauses.

G. Issuance of Bonds. The City may issue bonds or other
financial instruments permitted by law and expend the proceeds from the sale to carry out the
purposes hereof. The bonds and obligations issued by the City also may be purchased,
invested in, or used for security.

H. Site Development. The City may clear or move buildings,
structures or improvements from real property; may grade any site; and may develop as a
building site any property owned by it. It may cause or make provisions with other agencies
for the installation of streets, utilities, parks and other public improvements.
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